Journal of Accountancy
Volume 61

Issue 3

Article 1

3-1936

Editorial
A. P. Richardson

Follow this and additional works at: https://egrove.olemiss.edu/jofa
Part of the Accounting Commons

Recommended Citation
Richardson, A. P. (1936) "Editorial," Journal of Accountancy: Vol. 61: Iss. 3, Article 1.
Available at: https://egrove.olemiss.edu/jofa/vol61/iss3/1

This Article is brought to you for free and open access by the Archival Digital Accounting Collection at eGrove. It
has been accepted for inclusion in Journal of Accountancy by an authorized editor of eGrove. For more information,
please contact egrove@olemiss.edu.

The Journal of Accountancy
Official Organ of the American Institute of Accountants

A. P. Richardson, Editor
[Opinions expressed in The Journal of Accountancy are not necessarily en
dorsed by the publishers nor by the American Institute of Accountants. Articles
are chosen for their general interest, but beliefs and conclusions are often merely
those of individual authors.]

Vol. 61

March, 1936

No. 3

EDITORIAL

As this issue of The Journal of Ac
countancy goes to press there is still a
lingering hope that some method may be
devised by the administration or by congress to avert the threat of
uncontrolled inflation of the currency. As every one should know
we are already suffering from inflation, and the outlook is far from
cheering. The best we can do is to pray that the danger may be
turned aside; but in the meantime it becomes necessary in the
cause of prudence for every man engaged in business or finance to
take thought for the morrow, in case that morrow bring “green
back ” currency or any other unsupported issuance of legal tender.
Men are asking themselves: What shall we do if the country is
to fall into the pit of inflation? How shall we protect our assets
against total loss? Can we protect them? The experiences of
European nations in the last one hundred and fifty years have
been identical in this, that no such thing as controlled inflation is
possible. Once a country departs from some standard, whether
of gold or silver or any other, it goes further and further, increas
ing its speed in geometrical progression until at last comes utter
debasement. Is there any way still open to the owners of capital
to prevent the entire loss of their holdings through the prostitution
of the dollar? Various plans have been described in print and
the experience of the people in Germany, Austria, France and else
where has been called upon for an index to some measure of pro
tection. It has been said that the value of bonds and all income
bearing certificates of indebtedness will become infinitesimally
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small, whereas common stocks of companies which will be able
to pay increased dividends in paper money will advance. It has
been said that the best measure of safety is to purchase fixed com
modities not subject to quick deterioration—such things as land,
iron, cotton and the like. The theory is that one who buys these
things at present prices may hold them through the debacle, and,
when some fixed currency shall have been established after the
disaster, they will have a value computed in terms of such suc
ceeding currency, or they may be sold during a time of exorbitant
prices and the proceeds may be invested in articles of permanent
value at that time. The truth seems to be that the only benefi
ciary of uncontrolled inflation might possibly be such institutions
as insurance companies and other fiduciaries which are required
to pay out certain amounts in dollars (although here, again, in
flation would cut both ways). If those dollars become as cheap
as they may be the drain upon the payer will be insignificant,
and in the meanwhile his capital assets will be rated at a
number of dollars altogether out of proportion to their intrinsic
value in gold. At present there is a nominal relation between
gold and currency, but once the printing presses start the relation
will be severed. This is a problem of the utmost direct interest.
No one knows the answer, but the opinions of those men who are
best qualified to speak will be welcome. The country needs their
advice lest the storm break upon us and catch us unaware.
After the foregoing comments had been written the daily
papers published a striking commentary on the same subject.
Our former president, Herbert Hoover, testifying in the superior
court of San José, said that the possible menace of currency infla
tion threatens the equity of endowed colleges which have the bulk
of their funds in securities payable in fixed amounts of dollars.
The case in which this evidence was given was based upon a peti
tion that the trustees of Leland Stanford university be permitted
to invest trust funds of the university in stocks of well managed
corporations because it is no longer possible to obtain adequate
interest from real-estate loans, from investment bonds and other
securities.
Certain comments which appeared in
The Journal of Accountancy for
February have led to a good deal of
correspondence and various opinions relative to the incidence of
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fame and fortune have been proffered. The notes to which we
refer were based upon allegations which had been made by a cor
respondent to the effect that some accountants achieve a promi
nence which is denied to other men of equal ability. If we may
judge from the letters which have reached us there seems to be
general agreement that any accountant can make opportunities
for himself. But this is only partly true. There is a degree of
luck or destiny which comes to some men and not to others. In
the large, however, it is certainly true that most of the people who
complain because they do not arrive among the eminent can at
tribute their failure to their own lack of initiative. Men who
share the sentiments of discontent make the not uncommon error
of looking at results only and ignoring what lies behind them.
The most genuine ground of complaint is that some men are
given opportunities for service to the public and the profession
which are denied to others. We must assume—and observation
and experience confirm this—that the men in the profession who
are most active in public and professional life are actuated by a
desire to serve the public and their fellow practitioners. Of
course, there have been instances of publicity seekers who have
tried to use their professional prominence for their own advantage,
but, generally speaking, these pushing people have been fairly well
understood by their colleagues and have not really been as great
as they thought they were. If any man, great or small, offers to
serve for his own advancement or to increase his own prominence
he is a hypocrite, and it would be difficult to speak too harshly of
him; but if a man have an earnest desire to contribute to the ad
vancement of his profession and of his community he can com
plain only if he is denied opportunities for employing his abilities
for the common good.
One of the first openings to the account
ant is service to his local society. State
society presidents do not as a rule complain that they are embar
rassed by excessive numbers of able men clamoring to devote their
abilities to society work. The usual complaint is that it is diffi
cult to find enough men who will give their time to such activities.
Probably every state society is seeking for new blood to revivify
somnolent or moribund committees. Many societies of credit
men, cost accountants, engineers and others whose work is allied
to accountancy welcome public accountants as members and
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Avenues to Success

The Journal of Accountancy
generally like to have them serve on appropriate committees
where their knowledge will be of great use. Similarly hospitals
and all sorts of eleemosynary institutions are glad to have ac
countants among their workers. Indeed, opportunities for serv
ice are wide and unrestricted. The pity is, not that a few men
become well known, but that more accountants do not give their
time and ability to these things. It is true that some men will be
called upon for more responsibility and more conspicuous service
than others, but there is no doubt that any accountant who is
sincerely anxious to assist will find work suited to his capacity.
He deserves no less and can ask no more. But it must always be
remembered that this type of service involves long, hard and
sometimes wearisome apprenticeship and sacrifices of time, money
and other interests, and often it must be carried out in the face of
stupid opposition and allegations of self-seeking. Most men who
are now prominent have gone through the apprenticeship, have
made the efforts and sacrifices and have generally found that
their principal reward was a sense of duty well done and that the
material benefits of such prominence were difficult to discover or
appraise. As we have said many times, writing on professional
subjects is open to every man of education and experience. The
total volume of technical literature is not large. Indeed, the
amount that is outstanding or even good enough to be put in type
is regrettably small. We wish that every accountant who knows
something about his professional work which has not been ade
quately described in the written word would feel an obligation to
write for the benefit of his fellows. The unwritten books which
the profession needs are almost innumerable.

No accountant can honestly complain

Success Not Dependent of the prominence which others achieve
on One Factor

by professional and public services until
he has made the attempt and made the sacrifices which are re
quired to take advantage of the opportunities offered him in his
own group or community. The man who does not support ac
tively his local society, his national organization and the progress
of his community is in no position to carp at the success of those
who do these things. The men best known in the profession, who
act from a desire to benefit the profession as a whole, generally
accomplish something well worth while. Favorable publicity for
any accountant may bring direct results to the whole profession.
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An accountant in an important public capacity in a great city
raises the standing of the practitioner in a small town. It is not
true, as some people seem to believe, that an extensive and lucra
tive practice can be built up only by obtaining outstanding and
conspicuous position in local and national organizations. There
are many firms which have achieved great success without any
special attention to the activities of professional societies. But,
after all, is not the question whether a man be seen of all men
or honored by them of secondary importance? Success may be
great and everlastingly gratifying whether it attract much atten
tion or not, and any man succeeds who does his work honestly and
well. The present high standing of accountancy is chiefly at
tributable to the labors of men who did not stop to consider
whether they or some other men were the more thunderous in the
index.
We have received a letter from W. D.
Proper Treatment of
Shay, a member of the American Insti
Delayed Items
tute of Accountants, taking exception to
our editorial comments in the December issue and incidentally
drawing attention to the obvious typographical error in the next
to the last line of page 401 where the word “ pre-depreciation ”
should read “pre-depression.” Mr. Shay’s letter deals at length
with the much debated question of the proper treatment of de
layed items, and he says: “The main point I wish to make is that
charging such retirement losses to railway operating expenses
would not be proper accounting. The retirement loss is nothing
more or less than the result of the carrier’s failure to make ade
quate provision for the depreciation of these particular units of
equipment in prior years, including the blight of obsolescence
which has fallen with severity upon railroad equipment. Pos
sibly a negligible amount might be considered to apply to the
current year, but here again I think we may assume that very
little, if any, of this equipment had been used for transportation
purposes within the particular year of its retirement.” There is
much to be said in support of the view which Mr. Shay advances,
but it does not seem to us to be relevant to the particular question
discussed in the editorial. It is a subject on which a great
deal could be written, but it was beyond the purpose of our edi
torial to enter into any such discussion. When the commission
says that it has allowed items to be charged to one account instead
of another, it clearly implies that the other account is the one to
165
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which the item should normally be charged. If the repairs re
ferred to in the passage of the I.C.C. report, which we quoted, are
properly chargeable to profit-and-loss, then it is meaningless, if
not misleading, for the commission to say that they “have been,
with our permission, in part charged to profit-and-loss instead of
to operating expenses.”
A correspondent, discussing the decision
Value of Loose-Leaf
in a British court that loose-leaf records
Records
were not books in the meaning of the
English companies acts, which was the subject of comment in the
December issue of The Journal of Accountancy, expresses the
opinion that there is a good deal of justification for the decision
rendered by the judge who tried the case. His point is that,
while manipulation may be rare, it is more easily effected in the
case of loose-leaf books than in books permanently bound. No
one has denied the truth of this contention, but what we at
tempted to say in our comment was that a practice which had
been adopted throughout the civilized world could not easily be
abandoned and, furthermore, that manipulation was not impos
sible whatever kind of binding might be adopted. The most
interesting part of our correspondent’s letter reads as follows:
“It is true as you say that bound books can be manipulated,
though it would require some degree of artistry to make an unde
tectible substitution. This is effectively prevented in many of
the Spanish American countries where I have practised. There,
every book to be of subsequent value as evidence in any dispute
must first be submitted to the ‘juzgado’, where every page is
stamped with the seal of the court and the certificate is written
on the first page thereof, stamped and signed by the judge, stating
the exact number of pages and numbered from, say, six to sixty,
and authorizing its use for the purpose indicated. In all my resi
dence in those countries I never heard of a manipulation of a
sheet of a book so treated.” There can be no doubt that such a
system of identification would probably prevent an alteration in
the contents of a book, but the same precaution if observed in the
case of a loose-leaf volume would be equally effective. There are,
of course, obvious obstacles to such a plan in a commercial coun
try as large as the United States or Great Britain. The mere
time and labor involved in the certification of each page of the
financial records would be prohibitive.
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It is perhaps inevitable that in a com
paratively new country the inhabitants
should be blessed or cursed with short
memories. The progress of such a country is so rapid that there
is a tendency to think almost exclusively of the present and the
future and to dismiss the past as something of no further interest.
The United States of America, of all the great nations of the
world, is the youngest. Its material success is almost unparalleled
in history. Therefore it is not entirely astonishing that American
people should have an unfortunate forgetfulness of the important
things of even the most recent past. As an illustration, it is im
pressive and somewhat discouraging to witness the reaction of a
great percentage of the population to the materialization of things
the fear of which only a few years ago perturbed us all. Since the
first of the new year tremendously significant events have
happened. The soldiers’ bonus has become law, and a few
more billions—no one yet seems to know how many—are added
to our already unprecedented national debt. For several years
past people have been dreading the enactment of such legislation,
which was regarded as a categorical imperative to start the print
ing presses which would turn out baseless and unlimited quanti
ties of paper currency. Again for years past there has been at
first a hesitant and then a stern demand for an honest attempt
to balance the national budget. The gay nonchalance with which
the country has become spend-thrift far beyond the country’s
means and the apparent indifference with which increasing defi
cits have been regarded have caused grave misgivings among the
intelligent part of the people, and it has been freely predicted that
the nation before long will lose its credit and wreck its future. Yet
scarcely a day passes without some unpremeditated appropriation
of funds which do not exist and must be derived from heaven
knows where. A balanced budget is mentioned occasionally in
the councils of the temporarily mighty, but it is rather as a sort of
academic and remote possibility than as a vitally necessary condi
tion to prosperity. As the American reads his morning paper and
learns of fresh inroads upon the capital structure of the country he
gasps, if he be an ordinary middle-of-the-road man he swears a
little and then straightway forgetteth what manner of fear it was
which afflicted him yesterday. It is all part of our national
capacity for forgetting. That it is unwholesome and mortally
dangerous we know, in our rare moments of calm contemplation,
Our Incomparable
Ability to Forget
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but we do nothing much about it and have an innate feeling of
confidence that in spite of all the perils that surround us we shall
yet emerge victorious and happy. But it is possible to indulge
in unreasonable optimism. America does not differ in essential
things from any other nation, and history does not reveal a single
case of a country which went blindly forward into suicidal waste
of its resources without exemplifying that axiom of physics that
to every action there is an equal and opposite reaction. One can
hardly throw away his heritage without becoming a pauper.
Divine Providence has blessed America with a richness almost
unique, but even the most gigantic power and the most wide
spread prosperity can not stand against a determination of the
people to squander their wealth and to debauch their strength.
There is a ray of hope coming over the
horizon, and we still believe that there
will be a sufficient protest and a suffi
cient demand for reform to bring about a change of course before
the rocks are reached. It has been said often that the common
sense of the American people always reasserts itself most em
phatically when it seems to have been lulled into silence. Finan
cially we have abandoned for a while many of the fundamental
principles which have made us a great nation. We have indi
cated that we do not care whether we can pay our way or not.
We have listened to the allegations that emergency demanded
extraordinary acts, but now even the most patient American is
becoming weary and a little fretful, and finally he will assert
himself and insist that we shall be as honest with ourselves and
with the rest of the world as each individual member of the public
would be in his own personal relations with his fellow men. The
wild and thoughtless spending still goes on, and perhaps will
continue for a few more months, but there will be an end—unless
America is America no more and unless we allow our fatal forget
fulness of facts to destroy us.

Blind Faith in
Our Stars

The point which we are trying to make
in these notes is that the American peo
ple should remember the recent course
of events and should not allow anything whatever to dim their
vision of facts. It would be a very good plan for every business
man, every housewife, every taxpayer and, above all, every
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politician to hang in some conspicuous place, where he could see
it hourly, a condensed tabulation of things that have been done.
For example, he might set down upon this chart of history statis
tics of the national debt, leaving space to add from day to day the
increases which occur. He might set down also a record of the
promises of politicians. That would be a long list. Opposite he
might leave space for promises fulfilled. The keeping of that
record might be tragic but it would not make heavy demands
upon one’s time. He might summarize attempts made ostensibly
to encourage business, agriculture and other industry; and on the
opposite side he might show in a few words the effect of each at
tempt. He might include a statement of what he and his business
associates think should be done to stimulate business of all sorts.
And there are many other things which might be included in such
a chart of fact. It is a fixed law of golf that he who would play
the game must keep his eye upon the ball and not be distracted
by the conversation around him nor by the dance orchestra on the
club-house veranda. A prominent accountant used this metaphor
the other day to drive home the argument that the salvation of
America rests in the ability and determination of the people to
remember the important things. Accountants in their relation
with clients and other men are constantly confronted by the
national characteristic of forgetfulness which we have been dis
cussing. It is the function of the accountant to remember, and
consequently he must be impressed by the failure of many men
who should know better to keep the truth in mind. If the great
majority of the people will hold fast to the faith of their fathers
and will let their voices be heard in unison, insisting upon the
adoption of the basic principles of honest business applied as they
should be to national affairs, all will yet be well. If they fail to
do so the end is not far off. We have lived in a sort of riot of
doubt and uncertainty. We have talked so much about depres
sion and emergency and unemployment that we have become
almost addicted to panic fear, and we begin to enjoy bad health.
In our hearts, however, we feel that all the outcry and the wailing
are unnecessary. The conditions have been bad and are still bad
enough, but we need not howl so much. If we will remember
what was and what is and what might be—easily might be—we
shall learn the truth—and we have it on ultimate authority that
the truth shall make us free. Perhaps it is not an exaggeration
to say that the greatest need of America today is memory, and
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the next greatest is the exercise of common sense.
political potentates can hear and heed.

Even the

In this issue of The Journal of Ac
appears the last of a series
of three articles by George O. May,
under the general heading, “The influ
ence of accounting on the development
of an economy.” These articles seem
to us of such importance that we have requested the consent of
the author to reprint them in pamphlet form. Mr. May has
agreed to this proposal on the understanding that the price of
the pamphlets is to be kept close to cost of publication and that
any profit be devoted to educational purposes. The articles,
which can be read most profitably in conjunction with cor
respondence between the New York stock exchange and the
American Institute of Accountants (already published in pam
phlet form by the Institute) reflect the results of thinking on ac
counting questions by a man who has been for twenty-five years
the head of a leading firm of accountants. His interest in the
Institute has been particularly in the educational part of its work.
The series of articles which we shall publish in a pamphlet will,
we believe, be of more than transitory interest to the whole
profession.

“The Influence of
Accounting on
the Develop
ment of an
Economy”

countancy
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